
CHAPTER 4

MILITARY PAY DEDUCTIONS

One of the major concerns of all sailors away from
home is providing for the financial welfare of their
families. The Navy allotment system is a service
available to all service members to help them adjust their
personal and family finances to military service.

Just what is the Navy allotment system? Simply
stated, it is a Navy member’s request and authorization
for the government to send part of the member’s pay to
an individual or to certain institutions in the United
States or other countries at the Navy’s expense.
However, there are many restrictions pertaining to the
use of the system in order to prevent abuses or
unauthorized uses.

In addition to allotments, this chapter covers other
mandatory deductions made from military pay. These
deductions include federal income tax withholding
(FITW), state income tax withholding (SITW), Federal
Insurance Contribution Act (FICA), Servicemen’s
Group Life Insurance (SGLI), recoupment of
reenlistment bonuses and special continuation pays,
collection and request for waiver of indebtedness, and
loss of monetary entitlement resulting from
unauthorized absence, disciplinary actions, and excess
leave.

ALLOTMENT REGULATIONS

General regulations governing allotments are set
forth in the Department of Defense Military Pay and
Allowances Entitlements Manual (DODPM), part six,
and are applicable to all members of the armed forces.
Detailed procedures for the processing of Navy
allotments are contained in the Navy Pay and Personnel
Procedures Manual (PAYPERSMAN), part six, or the
Source  Data  System Procedures  Manual
(SDSPROMAN), volume II, part six. Before we cover
these regulations and procedures, you need to
understand a few terms and responsibilities, general
restrictions, and times of registration that pertain to
allotments.

TERMS AND RESPONSIBILITY

Certain terms are used to describe who’s who in the
allotment process. Who they are and what their general
responsibilities are is covered as follows. In addition,

the commanding officer has certain responsibilities with
regard to allotments.

Allotter

The member from whose pay the allotment is made
payable and who requests registration or discontinuance
(start or stop) of an allotment is called the allotter.
Sometimes the member is called the grantor of the
allotment. The allotter furnishes the correct names and
addresses, including ZIP Codes, of the person or
financial institution who is to receive the allotment. If
the allotment is to a financial institution, the member
furnishes the account number and arranges with the
institution for receipt of the allotment.

Certifying Officer

For allotment purposes, your ship or station’s
disbursing officer is the certifying officer. The certifying
officer makes sure the allotment authorizations are
correct and legal in all respects. The certifying officer
also makes sure the starts and stops of allotments are
posted on the pay accounts and the authorizations are
transmitted promptly in order to reach the Defense
Finance and Accounting Service (DFAS) - Cleveland
Center for timely pay adjustments.

DFAS - Cleveland Center

All Navy allotment authorizations are transmitted
to DFAS - Cleveland Center (Allotment Department)
for payment to the persons or financial institutions
designated by the allotter. DFAS - Cleveland Center is
responsible for issuing allotment checks monthly. This
command also issues and provides safekeeping of
savings bonds.

Allottee

The person or financial institution to whom an
allotment is made payable is called the allottee.
Sometimes the allottee is called the payee of the
allotment. The allottee notifies DFAS - Cleveland
Center of any change of address. DFAS - Cleveland
Center mails change of address forms with allotment
checks at frequent intervals to the allottees. For other
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changes, such as a change in the amount, the allottee
notifies the allotter who will request to stop the old
allotment and to register a new one.

Commanding Officer

The commanding officer (CO) notifies the
disbursing officer immediately of any change in the
status of persons in the command that would be cause
for stoppage of an allotment, such as death and
desertion. On ships without disbursing officers, the CO
makes emergency stops of allotments by notifying
DFAS - Cleveland Center directly by priority message.

GENERAL RESTRICTIONS

Later in this chapter, certain restrictions that apply
only to certain kinds of allotments are discussed.
However, the following general restrictions apply to all
allotments.

Authorized Users

All Navy members on active duty in excess of 180
days, except active duty training personnel, can use the
allotment system. Members of the Fleet Reserve or
retired personnel who are in receipt of retainer or retired
pay (not on active duty) are entitled to limited use of the
allotment system.

Members of the Fleet Reserve or retired personnel
recalled to active duty must transfer existing allotments
from their retired account to their active duty account.
If the period of recall is in excess of 180 days, the
member may use the full allotment system.

Designation of Allottee

No child under 16 years of age nor any person who
is mentally incompetent may be designated as an
allottee. However, a legally appointed guardian or
custodian (including an institution) may be designated
as an allottee on behalf of a minor child or incapacitated
person. Spouses of members are named as allottees
regardless of age.

DFAS - Cleveland Center produces leave and
earning statement (LES) remarks on the May and
November LESS for every member that has an active
allotment. A separate remark appears for each active
allotment and shows the amount and payee. These
remarks serve as a reminder to the member and also as
a record of payees in the personal financial record (PFR)
for the disbursing officer.

Power of Attorney

A power of attorney cannot be used to establish,
change, or stop an allotment. Except under special
circumstances, only the member can start or stop an
allotment. Special circumstances that require allotment
action by the Secretary of the Navy (SECNAV), the CO,
or the disbursing officer without the member’s consent
include situations such as separation, death, desertion,
prisoner status of a member, and failure of the member
to meet financial obligations due to irresponsibility or
physical and/or mental incapacity.

Maximum Amount That May Be Allotted

The amount of pay and allowances a member may
allot depends on the member’s status (officer, enlisted,
with or without dependents) and whether the member is
on duty in or out of the continental United States
(CONUS). In addition, the CO may restrict the amount
a member may allot when necessary to help a member
meet essential personal needs. The DODPM, paragraph
60105, lists the pay and allowances that may be allotted
both inside and outside the United States.

Month of First and Last Deductions

The first month that a deduction is made from the
member’s pay account is the month of first deduction,
and the last month that a deduction is made is the month
of last deduction. Payment is made to the allottee at the
end of each monthly period. For example, an allotment
that has a first deduction in the month of February is paid
to and received by the allottee on or about the 1st of
March.

It is very important that the allotter understands
when the payment will be received by the allottee. Make
sure you emphasize this when registering allotments.
Otherwise, the member may fail to cover an insurance
premium due before payment of the allotment and the
policy may lapse, or some other serious financial crisis
may hit the member and the member’s family.

Duration of Allotments

Most allotments are started for an indefinite period;
that is, once started they continue until the member
requests stoppage or a change in the member’s status
requires that the allotment be changed or stopped.
However, certain allotments are registered for a definite
period because of their purpose. For example, DFAS -
Cleveland Center automatically stops an allotment for
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the repayment of a loan from the Navy Relief Society Deadline Dates
when the repayment has been made in full.

No allotments may be registered for less than a
A lot of variables come into play when the month

period of 3 months. Make sure the allotter understands
an allotment starts or stops is determined. The location

that once an allotment is started, it must remain in effect
of the member’s duty station, whether or not the member

for 3 months and it cannot be stopped until this period
is a direct deposit system (DDS) participant, and the way
the allotment form or data are mailed or transmitted by

expires, except for the following reasons: electronic means are some of the factors involved.
l Death of the allottee or allotter Allotment deadline dates indicated in figures 4-1

. To prevent financial loss to the member, the and 4-2 were current at the time this training manual was

government, or the disbursing officer revised. Refer to the PAYPERSMAN, part six, or the
SDSPROMAN, volume II, part six, on any changes of

. To increase the amount of the allotment these dates.

. To change the amount of premiums for N
allotments CLASSES OF ALLOTMENTS

In addition to the general rules governing the use of
the allotment system, specific instructions pertaining to
the individual classes of allotments are contained in the

Figure 4-1.—Allotment deadline dates (SDS members),
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Figure 4-2.—Allotment deadline dates (non-SDS members).

DODPM, the PAYPERSMAN, and the SDSPROMAN.
Each class of allotment applicable to the Navy is
identified by a capitalized letter of the alphabet.

SUPPORT AND SAVINGS

There are three classes of support and savings
allotments. They are classes D, R, and S.

D Allotments

A member may register D allotments to their
dependents, relatives, or divorced spouse. A member
need not receive BAQ on behalf of such dependents to
register a D allotment. Members may register any
number of D allotments so long as the maximum amount
allottable is not exceeded.

A D allotment is made payable to a financial
institutions for credit to the account of a dependent, or
to a joint account of a dependent and the member.
Register only one D allotment to any one individual or
institution.

4-4

R Allotments

The three different types of R allotments are as
follows:

Payment of rent, on authority of SECNAV, of
premises occupied for dwelling purposes of a
member’s dependents

Garnishment payments for child/spousal support
based on the authorization from DFAS -
Cleveland Center

Bankruptcy and wage earner’s plan

SECNAV authorizes the start of the R allotment for
rent and bankruptcy by means of a letter to the member’s
disbursing officer. The letter specifies the month of first
payment, the amount, and the allottee. The R allotment
for child/spousal support payments are started stopped,
and changed by DFAS - Cleveland Center.

Since R allotments are registered for a definite
period, DFAS - Cleveland Center stops them
automatically on the expiration date. An R allotment
may not be voluntarily discontinued by the member



without the approval of DFAS - Cleveland Center. The
member’s signature is not required on the Allotment
Authorization, NAVCOMPT Form 3053, to start or stop
R allotments. Prepare a separate Transmittal Letter,
NAVCOMPT Form 3051, for any R allotment input to
DFAS - Cleveland Center.

S Allotments

An S allotment is called a multiple-purpose
allotment. Each member is authorized to have a
maximum of two S allotments payable to any financial
institution for credit to his or her savings, checking, or
trust accounts. Do not register S allotments to loan
companies or investment fins.

Before starting an S allotment, the member must
have an account number with the financial institution.
The account must be in the name of the member or a
joint account that includes the member.

LOANS, INDEBTEDNESS, AND ANNUITIES

There are two classes of loan allotments, the L and
the H. There is only one class of indebtedness allotment,
the T, and only one for annuities, the U allotment.

The L and T allotments are registered for
DEFINITE periods. Do not submit an input to stop them
unless they must be stopped before the expiration date
because of the member’s discharge or member is on an
unauthorized absence over 10 days.

L Allotments

The L allotment is used only to repay loans from the
Navy Relief Society, the American Red Cross, the Army
Emergency Relief, or the Air Force Aid Society. A
member may have more than one L allotment.

H Allotments

The H allotment is used only to repay home loans
to banks, lending institutions, individual lenders, or
mobile home space rental charges. The allotment must
be to the account of the member or a joint account that
includes the member. The SD SPROMAN, volume II,
part six, contains the list of authorized payees for mobile
home space rental.

T Allotments

The T allotment is used to settle debts due
government departments or agencies. It may be made to

an organization administering funds on behalf of a
United States Government agency or department, or to
collection agencies designated to collect such debts. Do
not register T allotments to pay debts to nonappropriated
fund activities, such as clubs and messes, and to repay
loans on government or commercial insurance policies.
Some debts that are repaid by T allotments are as
follows:

Delinquent federal income tax

Defaulted notes guaranteed by the Federal
Housing Administration (FHA) or the
Department of Veterans Affairs

Overpayment of pay and allowances by an
agency or department other than the Navy

Other indebtedness listed in the DODPM, part
seven, chapter 7

AT allotment maybe voluntarily registered by the
member or involuntarily registered for the member by
the authority of the CO who will specify the amount of
the allotment. It cannot exceed two-thirds of the
member’s monthly net pay. To obtain authority to
register an involuntary allotment, the disbursing officer
prepares and forwards a letter to the CO explaining the
facts about the indebtedness and recommending the
monthly amount of the T allotment deduction. The CO
will then endorse the letter to indicate the monthly
deduction approved and return it to the disbursing
officer. See the sample letter shown in figure 4-3.

When preparing the allotment input to DFAS -
Cleveland Center, do not enter the Treasurer of the
United States as payee. Instead, enter the department or
agency to receive the funds. For involuntary T
allotments, enter Admin Start 5 USC 5513 in the
Signature block of the allotment authorization instead
of the member’s signature.

U Allotments

The U allotment is for the payment of remittance by
retired members who are participating in the Survivor
Benefit Plan (SBP), which is an annuity insurance plan.
You will not be concerned with U allotments unless you
are maintaining pay accounts of recalled retired
members who are participating in SBP, in which case
DFAS - Cleveland Center (Retired Pay Department)
will inform the member’s disbursing officer by letter
and furnish the effective date and the amount of the U
allotment.
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Figure 4-3.—Sample letter request for involuntary T allotment.
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INSURANCE PREMIUMS

There are three types of insurance premium
allotments, N, I, and M. An allotment cannot be
registered to pay premiums for insurance on the life of
someone other than the service member, except on a
commercial family life insurance policy that includes
the service member. Consult the DODPM, part six, the
PAYPERSMAN, part six, and the SDSPROMAN,
volume II, part six, for additional details.

N Allotments

The N allotment is used to pay premiums on
National Service Life Insurance (NSLI) administered by
the Department of Veterans Affairs. A member may have
only one N allotment. If the member has more than one
policy in effect, the premiums payments are combined
into one allotment.

Term policies for NSLI are renewed at 5-year
intervals and premiums are based on the age of the
insured at the time of renewal. Normally, the
Department of Veterans Affairs advises the member via
DFAS - Cleveland Center of any change requiring
adjustment to an existing allotment.

I Allotments

Class I allotments are used to pay premiums for
private life insurance obtained by service members from
commercial insurance companies. Normally, an interval
of at least 7 days must elapse between the date a
commercial insurance application is received by the
insurance officer and the date the I allotment is
registered except as follows:

. When the member pays the first month’s
premium directly to the company by cash or
check

. When the policy has been in effect and the
member has been making premium payments
directly to the company by cash or check

The restriction is applied to make sure the member
is counseled by the insurance officer before the policy
is accepted.

A member may have more than one I allotment for
commercial insurance. However, if the member has
more than one insurance policy with the same company,
premium payments are combined into one allotment to
that company. All payments to an insurer are made to

the home office or the agency issuing the policy or to a
branch office named by the home office.

M Allotments

M allotments are used for payment of life insurance
issued to eligible members by the Navy Mutual Aid
Association. It is authorized for Navy members without
restriction to paygrade or years of service. Members are
restricted to one class M allotment. When members have
both the regular premium and the extra hazardous duty
premium, the payment must be combined into one
allotment.

SAVINGS BONDS

One of the most popular means of saving is the
purchase of United States savings bonds through the
payroll deduction plan. Allotments for the purchase of
saving bonds are designated B allotments. A member
may have any number of B allotments provided the
maximum amount allottable is not exceeded.

The owner of the bond does not have to be the
member. The member may name himself or herself (if
the member is not the owner) or any other individual as
the co-owner or beneficiary, or the member may decide
not to designate a co-owner or beneficiary at all. Make
sure the member is made aware that the bond can be
cashed by either the owner or the co-owner without the
other’s consent. A beneficiary may cash the bond only
if the owner is deceased. Do not register a bond
allotment without the owner’s social security number
(SSN). When a co-owner/beneficiary is designated,
indicate that person’s SSN if it is known.

Savings bonds may be replaced free, as of the
original issue date, if they are lost, stolen, or destroyed.
To aid the federal government in this process, owners
should retain records of the bonds’ serial numbers (with
prefix and suffix letters), issue dates (month and year),
names and addresses on bonds, and SSNs. The member
or recipient should notify DFAS - Cleveland Center by
message or in writing as soon as possible after the loss,
theft, or destruction occurs.

Savings Bond Deduction Amounts

Members may purchase savings bonds by class B
allotment in denominations of $100, $200, $500, and
$1,000. The purchase price of the bond is one-half of the
face value. Bond purchases by each member are limited
to a maximum of $15,000 (purchase price) in a calendar
year.
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Allotters must use the back side of the Allotment
Action Request, NAVCOMPT Form 2273, shown in
figure 4-4, to start, stop, or change B allotments. The
form indicates the face values and corresponding
monthly deduction amounts, the numbers of months
interval of issuance, and the three-position numeric
bond plan code that you will use when preparing the
allotment data input to DFAS - Cleveland Center.

Safekeeping

Members who prefer not to have their bonds mailed
upon issue may have them held in safekeeping at DFAS
Cleveland Center. Savings bonds held in safekeeping
are entered in a book entry system that records all bond
issuance information necessary to release the bond at a
later date. They are printed upon written request by the
member for withdrawal from safekeeping. Upon receipt
of the member’s request for withdrawal, DFAS -
Cleveland Center mails the savings bond to the member
within 30 days.

CHARITY DRIVE

Charity drive allotments may be registered for
donations to the Combined Federal Campaign (CFC) or
the Navy Relief Society (NRS). The class C allotment
is used for this purpose and is registered for a definite
period.

Each year, a separate NAVCOMPT notice will
publish the list and area code numbers of specific
localities authorized to participate in each of the CFC
and NRS fund drives. C allotments to the CFC are
registered with the first deduction effective in January
for a period of 12 months and C allotments to NRS are
registered with the first deduction effective in August,
also for a period of 12 months.

ALLOTMENT DOCUMENTS

When a member applies for an allotment, he or she
must complete the required documents and submit these
documents to the disbursing office. The information
from these documents are your inputs to DFAS -
Cleveland Center to start, change, or stop allotments.

ALLOTMENT ACTION REQUEST

The Allotment Action Request, NAVCOMPT Form
2273, is completed by members to register, change, or
stop allotments. The front side, shown in figure 4-5, is
used for all allotments other than savings bond (B)
allotments. The back side is shown earlier in figure 4-4.

The allotter prepares a NAVCOMPT Form 2273 in
an original only. It is typed or handwritten in ink and
signed by the member. If unable to sign, the member
marks an X in the space provided for signature and an
officer witness signs and enters his or her rank beside
the X. The form is then forwarded to the disbursing
officer for processing. If you cannot process the
allotment action request, annotate the form stating the
reason why it was not processed and return it to the
member for resubmission, if applicable.

ALLOTMENT AUTHORIZATION

Transcribe the allotment information from the
NAVCOMPT Form 2273 to the NAVCOMPT Form
3053. Due to space limitations in some of the blocks of
the NAVCOMPT Form 3053, abbreviate names of
companies, agencies, and street addresses. Use those
abbreviations listed in table 6-1-5 of the
PAYPERSMAN or table 6-1-2 of the SDSPROMAN,
volume 11. Enter the number or term in months when
starting a definite type of allotment. For bond
allotments, enter the three-position numeric bond plan
code in the Amount block. When stopping allotments
use the following reason code numbers:

Code 01–Request of the allotter

Code 02–Concurrent start and stop for same
allotment class with new amount

Code 03–Discharge or release from active duty

Code 04–Retired or retainer

Code 05–Unauthorized absence

Code 07–General court-martial (GCM) prisoner

Code 16–Authorized indebtedness or
indebtedness due to disciplinary reasons

Codes 88 and 89–New amount, same name, and
same payee

Make sure you enter Signature on File in the
Signature block of the NAVCOMPT Form 3053. See
figures 4-6 and 4-7. Take note that the allotment data
from both figures 4-4 and 4-5 are transcribed in figure
4-6. Additional instructions on the preparation,
transmission, and distribution of the NAVCOMPT
Forms 2273 and 3053 are found in the PAYPERSMAN,
parts six and nine.

For activities with the Uniform Microcomputer
Disbursing System (UMIDS) or the Source Data System
(SDS), the information from the NAVCOMPT Form
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Figure 4-6.—Allotment Authorization, NAVCOMPT Form 3053.
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Figure 4-7.—FAVCOM~ Form 3053 sample entries.

2273 is keyed into the appropriate automated system for communication that will reach DFAS - Cleveland
electronic transmission to DFAS - Cleveland Center. Center by the ultimate deadline dates and stoppage is
Complete procedural instructions are found in the required to prevent financial loss to the government, the
SDSPROMAN, volume II, part six, and the UMIDS member, or the disbursing officer. Follow the message
User Manual, as applicable. format prescribed in the PAYPERSMAN, part six, or the

SDSPROMAN, volume II, part six.
Message Stops

Allotment DDS
A priority message is used to stop allotments if the

NAVCOMPT Form 3053 will not reach DFAS - Allotment DDS applies only to D and S allotments
Cleveland Center or it is the only means of registered to financial institutions inside the continental
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United States (INCONUS) with routing transmittal
numbers (RTNs). Allotments to a financial institution
without an RTN are not authorized.

Instead of the NAVCOMPT Form 2273, the
member submits a Direct Deposit Sign-Up Form,
Standard Form 1199A, or any documentation that
identities his or her account number and the RTN of the
financial institution. Acceptable documents to start an
allotment DDS are listed in chapter 7 of this training
manual. Complete instructions in the preparation of
NAVCOMPT Form 3053 to start allotment DDS are
prescribed in the PAYPERSMAN, part six.

FEDERAL INCOME TAX
WITHHOLDING

Although DFAS - Cleveland Center computes
FITW based on a formula authorized by the Internal
Revenue Service (IRS), both the member and the local
disbursing officer have certain responsibilities to ensure
compliance with the Internal Revenue Code.

REQUIREMENTS FOR WITHHOLDING

Members must notify the disbursing officer of their
marital status, number of exemptions claimed, and legal
residence. The disbursing officer reports the same
information to DFAS - Cleveland Center to adjust the
member’s master military pay account (MMPA).

IRS Form W-4

Upon first reporting for active duty, each member
files an Employee’s Withholding Allowance Certificate,
IRS Form W-4, to the disbursing officer who opens the
member’s pay account. DFAS - Cleveland Center uses
the single status with no exemptions (S-O) to compute
the tax liability of members who fail to report their tax
entitlements.

The member submits a new IRS Form W-4 to the
disbursing officer who has custody of the member’s
LES whenever there is a change in marital status,
number of exemptions claimed, or when additional or
reduced withholding is desired. Members who have no
federal income tax liability for the previous year and
who anticipate no tax liability for the current year may
file an IRS Form W-4 claiming exempt withholding.
Caution members against reporting more exemptions
than they are legally entitled to.

According to IRS directives, DFAS - Cleveland
Center forwards to the IRS, each quarter, data on all

members who filed an IRS Form W-4 during that quarter
and who claimed the following:

l 10 or more exemptions

l An exempt status with earnings of more than
$200 taxable pay per week

The IRS Form W-4 is retained on the left side of the
PFR. A completed IRS Form W-4 is shown in figure 4-8.

NAVCOMPT Form 3052

The Employees Withholding Exemption Listing,
N A V C O M P T  F o r m  3 0 5 2 ,  i s  a  t w o - p a r t
carbon-interleaved form that you prepare to report to
DFAS - Cleveland Center information entered by the
member on the IRS Form W-4. Sample entries made on
NAVCOMPT Form 3052 are shown in figure 4-8.

Complete details concerning the preparation,
transmittal, and distribution of NAVCOMPT Form 3052
are contained in the PAYPERSMAN, parts six and nine.
Follow procedures prescribed in the SDSPROMAN,
volume II, part seven, and the UMIDS User Manual,
section 2, when transmitting the IRS Form W-4 data via
SDS or UMIDS.

MILITARY PAY SUBJECT TO FITW

Only those items of military pay listed in the
DODPM, table 7-1-1, are subject to FITW. Normally,
any item of pay as opposed to alloW-4nce is subject to
FITW. These include basic pay, special pay and
incentive pay.

Monthly Withholding Rate

For a pay account opened on the first day of the
month, deduction of a continuing monthly withholding
tax rate commences that month. When a pay account is
opened on any other day of the month, a one-time
withholding amount based on the aggregate taxable pay
for that month is deducted and the continuing tax
deduction begins the following month.

For a pay account closed on the last day of the
month, the continuing tax deduction ceases that month.
When a pay account is closed on any other day of the
month, a one-time withholding amount based on the
aggregate taxable pay for that month is deducted and the
continuing tax deduction ceases the previous month.

The continuing monthly withholding tax rate
changes when:
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Figure 4-8.—Member changes number of exemptions and requests additional withholding.

shown in thethe member files anew IRS Form W4 indicating Cleveland Center based on a formula

a change in marital status or in the number of PAYPERSMAN, appendix G, or the SDSPROMAN,
volume II, table 7-1-7.

exemptions.

the member files a new IRS Form W-4 requesting One-Time Withholding at 20 Percent
additional or reduced withholding.

the member’s continuing monthly taxable pay Except for members who are claiming EXEMPT

increases or decreases. from withholding or who are chiming Puerto Rico state
tax, deduct a 20 percent one-time withholding rate on

the member enters or leaves a combat zone. the following entitlements (do not round up or down):

The amount of continuing monthly FITW rate is l All enlistment, reenlistment bonuses, and

precomputed on the member’s LES by DFAS - installments
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Lump-sum leave

Continuation pay (nuclear-qualified officer or
aviation officer)

Variable incentive pay

Contract cancellation pay

Repayment of detained pay

Readjustment pay

Severance pay (nondisability)

Career accession bonus

Nuclear annual bonus

Separation pay

All medical and dental bonuses

Combat Zone Exclusion

A combat zone exclusion is an exemption from
taxation of military pay earned by a member while
serving in a combat zone or during hospitalization that
resulted from service in a combat zone. For officers
(except warrant officers) only a certain specified amount
per month of taxable pay is exempt during the combat
zone exclusion period. For warrant officers and enlisted
members all taxable pay earned during the exclusion
period is exempt from FITW.

NONRESIDENT ALIEN

For the purpose of FITW, a nonresident alien (NRA)
is an individual who is neither a citizen of the United
States nor a resident of the United States. NRA status
applies to enlisted members only since U.S. citizenship
is required in order to be a commissioned officer. When
a member believes he or she is entitled to be classified
as an NRA, the member files an NRA certificate, shown
in figure 4-9, and submits it to the disbursing officer. The
member must notify disbursing whenever a change in
residency or citizenship status occurs. Refer to the
DODPM, part seven, for more details concerning
NRAs.

Tax Liability

An enlisted member who is an NRA is not liable for
FITW on pay earned for periods of service within the
United States of 60 days or less or for service outside
the United States. Pay earned for any period of service
within the United States exceeding 60 calendar days is

subject to FITW. Such pay may also be subject to SITW,
depending on the state residency status of the alien. A
Navy member who is a resident alien on the other hand
is subject to FITW on all taxable pay whether earned
inside or outside CONUS just as is any citizen of the
United States.

An alien who receives orders to duty aboard ship is
not automatically y entitled to submit an NRA certificate
@&reporting. You always make sure of the validity of
a certificate before discontinuing income tax
deductions. If necessary, verify the location of the
alien’s dependents in the member’s service record.

Special reporting procedures of an NRA’s tax status
are contained in the PAYPERSMAN, part seven, and the
SDSPROMAN, volume II, part seven.

NRA Becomes Naturalized

When an NRA becomes naturalized, he or she
submits the naturalization papers to the admin office for
verification and completes and submits an IRS Form
W-4 and DD Form 2058 to disbursing. To remove the
NRA status of the member, prepare NAVCOMPT Forms
3052 and 3060 to transmit the IRS Form W-4 and DD
Form 2058 data to DFAS - Cleveland Center.

NRA Establishes Residence

When an NRA with dependents establishes
residence in the United States or is assigned government
quarters in the United States, the member is considered
a resident alien for tax purposes, even when the member
is physically located OUTCONUS while the dependents
reside in the United States.

Applicability of NRA Status to Bonus
Installment Payments

Bonus payments (regular [RRB] or selective
[SRB]) received by an NRA member who becomes
entitled while in an OUTCONUS status are not subject
to FITW. Remaining and subsequent installments of
SRB payments are not taxable, regardless of where paid
or received unless the member’s status has changed to
that of a resident alien at the time of payment. When the
initial bonus payment was taxable, all subsequent
installments are also taxable regardless of where paid or
received.
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Figure 4-9.—Nonresident alien certificate.

COLLECTION OF DELINQUENT FITW

When a member is indebted to the IRS for
delinquent federal income tax, the IRS issues a levy to
collect the tax. The tax levy consists of IRS Notices
110A and 110B with IRS 668P and IRS 668W attached.
If the member has been transferred forward the IRS
Notice 110A and attached forms to the new duty station.
If the member has been separated, return the IRS Notice

110A with attached forms to the IRS office that issued
the levy along with the member’s home address.

For complete details on processing a tax levy
pertaining to the computation of payment, payment
procedures, payroll preparation, installment payment
agreement, and method of payment options available to
the member, refer to the PAYPERSMAN, part seven, or
the SDSPROMAN, volume II, part seven.
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ADVANCE PAYMENT OF EARNED
INCOME CREDIT

Members who maintain household INCONUS and
who expect to have both earned income and adjusted
gross income below the amount (ceiling) set by the IRS
are entitled to an earned income credit (EIC). Eligible
members can choose to get the credit in advance with
their pay instead of waiting until they file their tax
return. EIC is an IRS payment; hence, EIC monies are
not allotted or used to offset indebtedness payments.

Members electing to receive EIC must file an
Earned Income Credit Advance Payment Certificate,
IRS Form W-5, with the disbursing officer. The IRS
Form W-5 may be filed any time during the calendar
year. Since it automatically expires on 31 December, an
eligible member must file each year. To receive EIC in
January, the member must file in December of the
preceding year.

STATE INCOME TAX WITHHOLDING

The requirements for SITW are identical to those of
FITW with regard to items of pay subject to tax. The
state in which a member claims legal residence may tax
compensation and other income regardless of the
member’s location. Some states require that the member
be physically residing in the designated state as
authority to start SITW.

LEGAL RESIDENCE

Each member must designate a legal residence and
report any changes of legal residence. A member’s legal
residence does not change because of change of
permanent duty station. Legal residence at the time of
entry into the service remains the same until changed by
the member. The two-digit state code appears on the Tax
line of the LES. Notification of a change of legal
residence is done by submitting a State of Legal
Residence Certificate, DD Form 2058, in duplicate. See
figure 4-10. The original is retained in the local service
record.

On the basis of the member’s completed DD Form
2058, you prepare a NAVCOMPT Form 3060 to either
establish or change the member’s legal residence on the
MMPA. Accumulate copies of the DD Forms 2058 and
forward them monthly to the losing state taxing
authority. If the losing state is not withholding state tax
on the member’s income, destroy the copy of the DD
Form 2058.

MONTHLY SITW RATE

DFAS - Cleveland Center computes the monthly
amount of SITW deducted from a member’s pay based
on the formula for the member’s state of legal residence,
marital status, and number of exemptions claimed for
FITW. The tax tables for each state that authorizes SITW
from military pay are in the PAYPERSMAN, appendix
H, or the SDSPROMAN, volume II, table 7-2-1.

While a member may request an adjustment of the
amount of tax withheld, these adjustments are made
only in cases where the individual’s state tax liabllity is
expected to differ from the withholding prescribed in the
state tax withholding tables. Requests are initiated by
the member using a locally prepared form, original only,
and will be for any dollar amount or zero. The certificate
is shown in figure 4-11.

ONE-TIME WITHHOLDING AT 4 Percent

Those pay entitlements that are subject to a one-time
FITW at 20 percent are also subject to a one-time SITW
at 4 percent. If a member has submitted a certificate to
change SITW to none, do not deduct the one-time SITW
at 4 percent.

MEMBER NATURALIZED

When a member becomes a naturalized United
States citizen, the member is required to prepare a DD
Form 2058 in duplicate and an IRS Form W-4. The legal
residence is either the state in which naturalized or the
state in which the member is residing at the time of
naturalization.

The original DD Form 2058 is filed in the member’s
service record and the duplicate forwarded to the
disbursing office. You will prepare and forward the
necessary input documents to DFAS - Cleveland Center
to change the member’s state of legal residence effective
the first day of the month following the month in which
the DD Form 2058 was signed.

FEDERAL INSURANCE
CONTRIBUTION ACT

Effective 1 January 1957 the Serviceman’s and
Veteran’s Survivor Benefits Act of 1956 extended social
security coverage to members of the armed forces and,
therefore, subjected them to the taxes prescribed by
FICA. These taxes are imposed on individuals and
employees to provide funds for old age, survivors,
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Figure 4-10.—State of Legal Residence Certificate DD Form 2058.

disability insurance, and hospital insurance benefits for SOCIAL SECURITY NUMBER

the aged
Every member entering, reentering, or serving in the

Effective 1 January 1966, an additional tax was Navy must have an SSN. The SSN is assigned by the
imposed to provide hospital insurance (HI) benefits for Social Security Administration and reported to DFAS -
the aged FICA tax applies to the total taxes deducted Cleveland Center by the Bureau of Naval personnel
for both FICA and HI. (BUPERS). If an SSN is not available when the member
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Figure 4-11.—Certificate to change SITW.

enters or reenters the Navy, BUPERS assigns a
pseudonumber pending receipt of the SSN and advises
DFAS - Cleveland Center when it is received.

The SSN appearing on the member’s LES is used
on all pay-related documents even though the SSN is
erroneous. Discrepancies on SSNs that cannot be
corrected locally are resolved by BUPERS.

WAGES SUBJECT TO FICA TAX

Monthly basic pay, less applicable reduction for
educational benefits under the Montgomery GI Bill
(MGIB), received for the performance of active duty or
active duty training is subject to FICA taxes. DFAS -
Cleveland Center computes and deducts FICA tax from
each member’s MMPA. No input from the field is
required. Deduct FICA tax from one-time entitlements
of basic pay before payment. Other items of pay
entitlements, SRB, lump-sum leave LSL (basic pay),
severance pay, and so forth, are not subject to FICA
taxes.

MAXIMUM FICA TAX

The maximum wage subject to FICA tax during the
calendar year is determined by an act of Congress. The
DODPM, part seven, chapter 2, shows the percentage
of FICA tax rate and annual maximum earnings subject
to FICA withholding. When the annual maximum FICA
tax is reached, DFAS - Cleveland Center stops the
deduction from the member’s MMPA for the remainder
of the calendar year. If excess FICA tax was deducted

from the MMPA  of a member with broken naval service.
advise the member to submit a claim in letter form to
DFAS - Cleveland Center for a refund.

WAGE AND TAX STATEMENT

The Wage and Tax Statement, IRS Form W-2, is
used by DFAS - Cleveland Center to report taxable
military wages earned and paid and taxes withheld on
the member’s MMPA to the IRS for the FITW, the Social
Security Administration for FICA, and the respective
state income tax collection agencies for SITW purposes.
The IRS Form W-2 is revised annually to indicate the
calendar year for which it is applicable.

DFAS - CLEVELAND CENTER ISSUES W-25

An IRS Form W-2 is produced for each member
whose pay account is in a compute status, based on the
amounts shown as Year-to-Date totals on the December
LES. These totals are reflected in the Remarks section
of the LESS for January through March of the
succeeding year.

The November and December LESS are reconciled
to determine that all items of pay affecting all taxable
pay for the year are reflected on the IRS Form W-2. If
there is no discrepancy, issue the IRS Form W-2 to the
member not later than the 30th of January. If a
discrepancy exists, send a message request to
DFAS - Cleveland Center for a corrected IRS Form
W-2.
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DFAS - Cleveland Center automatically issues
corrected IRS Forms W-2 when the following events
occur after the initial IRS Form W-2 was produced

. One-time entitlements effective before 1 Janumy
of the current year posted to the MMPA

l Retroactive changes affecting FITW such as
marital status, state tax code, NRA withholding
changes effective before 1 January posted to the
MMPA

. Checkages for unauthorized absences (UAs)
occurring before 1 January posted to the MMPA

When multiple corrected IRS Forms W-2 are
received, the one with the most current date in the Issue
Date block is given to the member.

REISSUED BY THE DISBURSING OFFICER

If a member loses the IRS Form W-2 or if an IRS
Form W-2 was not received, prepare an IRS Form W-2
provided the member’s MMPA was in a compute status
as of 31 December. Use the Year-to-Date totals
displayed on the December LES or the January through
March LES for the succeeding year. Reissued IRS
Forms W-2 must reflect the DFAS - Cleveland Center
address and employee identification code as follows:

Reissured by Employer

Nonresident alien (if applicable)

34-9990000

Defense Finance and Accounting Service -
Cleveland Center

1240 E. 9th Street

Cleveland, Ohio 44199

Give the member the copies necessary to file his or
her federal and state income tax returns. Figure 4-12
shows a reissued IRS Form W-2.

SERVICEMEN’S GROUP LIFE
INSURANCE

SGLI automatically insures every member
(including reservists and cadets or midshipmen of both
the NavaI Reserve Officer Training Corps [NROTC]
and service academies) against death when the member
is performing full-time active duty or training duty
under orders to duty in excess of 30 days. SGLI is
administered by the Department of Veterans Affairs.

MEMBER’S OPTION

A member who does not desire full SGLI coverage
may elect in writing, to be insured for a lesser amount
or not to be insured. However, a member who elects
either not to be insured or a reduced coverage may
subsequent y apply for reinstatement of full coverage.
The date a medical officer completes a physical
examination of the member and signs the election form
is the effective date to reinstate or increase SGLI
coverage.

AMOUNTS OF COVERAGE AND
DEDUCTIONS

The maximum and reduced SGLI coverage with the
corresponding monthly premiums or deductions are
found in the DODPM, part seven, chapter 4. Do not
adjust a member’s deduction locally. Monthly
deductions are started, stopped, or changed by
DFAS - Cleveland Center.

A member who goes UA for more than 30
continuous days, is confined for more than 30
continuous days as a result of a court-martial action, or
is found guilty of desertion loses entitlement to SGLI
coverage. DFAS - Cleveland Center automatically stops
SGLI deductions at the end of the month in which the
31st day of absence or confinement occurs. The
premium deductions restart beginning with the month
of return or the month of release from confinement and
restored to duty with pay. For deserters, DFAS -
Cleveland Center stops SGLI deductions the month
after a member is found guilty of desertion and
automatically restarts deductions beginning the month
the mark of desertion is removed.

LOSSES OF PAY AND/OR
ALLOWANCES

In chapter 3 of this training manual, we discussed
the effect lost time has on a member’s pay entry base
date (PEBD). When a member has lost time, the PEBD
is adjusted to reflect the number of days not served thus
delaying increases in pay for creditable service.
However, this is not the only loss of pay the member
suffers. If the member was absent without authority, the
member was in a nonpay status and loses a day’s pay for
each day of absence.

In addition, the CO may award punishment that will
result in further checkage of pay or a reduction in
paygrade. If punishment results in a court-martial, the
member may even wind up with a total forfeiture of pay
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Figure 4-12.—Reissued IRS Form W-2.

and allowances and/or discharge under other than UNAUTHORIZED ABSENCE
honorable conditions and thus lose entitlement to items
of pay due on separation. And one more thing ,a member Unauthorized absences include absence without

absent without authority does not earn leave for such a leave (AWOL), absence over leave (AOL) that has not

period, which will affect the member’s ultimate LSL been excused as unavoidable, absence caused by

payment. sickness due to misconduct (SKMC), such as
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intemperate use of alcohol or habit-forming drugs, and
absence not excused as unavoidable while confined by
or in the hands of civil authorities (IHCA) or by military
authorities of a foreign civil authority.

Rules Governing UA

The following rules govern when UA begins and
ends:

l The day of departure or commencement of UA is
counted as a day of absence.

. The day of return from UA is a day of duty.

. UA of less than 24 hours does not affect pay and
allowances even though the UA involves parts of
2 days.

Computation of Nonpay Status

Apply the following rules when computing nonay
status (the number of days for which pay is lost) for pay
or allowances credited on a 30-day monthly basis such
as base pay, career sea pay, and BAQ:

Deduct 1/30 of 1 month’s pay or allowance for
each day of absence.

Do not deduct for the 31 st day of a month unless
it is the first day of absence.

In a nonleap year, deduct 3 days for absence on
28 February.

In a leap year, deduct 1 day for absence on 28
February and 2 days for absence on 29 February.

For pay or allowances credited on a daily basis such
as separate rations (RATS SEP) and cost of living
allowance (COLA), deduct 1 day’s pay for each actual
calendar day of absence.

Members in paygrades E-1, E-2, E-3, and E4 (4
years or less of service) with dependents receive BAQ
and VHA for a period not to exceed 2 months from the
first day of absence. The CO notifies the dependent of
entitlements to BAQ and VHA under the conditions
specified in the DODPM and Joint Federal Travel
Regulations (JFTR), respectively. The first installment
is normally paid on the 30th day of the nonpay status;
the second installment on the 60th day.

The DODPM, part one, chapter 3, contains the rules
used in determining what effect UA and other lost time
have on pay and allowances. Procedural instructions on
how to process the Record of Unauthorized Absence,

NAVPERS 1070/606, are found in the PAYPERSMAN,
parts one and nine, or the SDSPROMAN, volume II,
part seven.

NONJUDICIAL PUNISHMENT

Under the authority of Article 15, Uniform Code of
Military Justice (UCMJ), authorized commanders; that
is, COs and officers in charge (OICs) may impose
nonjudicial punishment (NJP) for minor offenses
without resorting to courts-martial. COs/OICs use NJP
to maintain good order and discipline and also to
promote positive behavior changes in members without
the stigma of a court-martial conviction.

NJPs that affect pay are forfeiture of pay, reduction
in grade, or a combination of both. The maximum
forfeiture of pay that maybe imposed by the CO/OIC
of the grade of lieutenant commander or above is not
more than one-half of 1 month’s pay per month for 2
months. If a forfeiture is imposed while a prior forfeiture
is still in effect, the additional forfeiture does not begin
until the prior forfeiture is completed. If the punishment
includes both reduction and forfeiture of pay, the
forfeiture must be based on the grade to which reduced.

For reduction in grade, the maximum is reduction
to the lowest or any intermediate paygrade but enlisted
members in paygrades above E-4 may not be reduced
more than one paygrade. In time of war or national
emergency, members may be reduced two grades with
the approval of the SECNAV.

The Court Memorandum, NAVPERS 1070/607, is
the document you use as an authority to enter
appropriate pay deductions and to adjust forecasts of pay
on the LES of enlisted members, If a copy of a letter is
received reporting an officer’s NJP, forward the letter to
DFAS - Cleveland Center.

COURT-MARTIAL SENTENCES

Court-martial sentences must be approved by the
convening authority (CO or higher authority) and by
other appellate review as required by UCMJ. Because
of the many legal aspects involved, punishments under
court-martial sentences may not be ordered executed
until all applicable reviews and approval are completed.

Familiarize yourself with the material contained in
part seven, chapter 5, and tables 7-5-1 through 7-5-3 of
the DODPM in order to understand these proceedings.
A brief description of some of the punishments that may
be imposed, which affect Pay, is as follows.
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Forfeitures

A forfeiture of pay deprives a member of an amount
of pay for the number of months or days expressly stated
in the sentence. Amounts are stated in whole dollars only
and not in number of day’s pay or fractions of monthly
pay. Except when the sentence provides for a total
forfeiture, only basic pay, career sea pay, and foreign
duty pay are applied to forfeitures.

Fines

A fine imposed by a court-martial sentence
constitutes an indebtedness to the United States for the
amount specified in the sentence in the same way that
fines are imposed in civil courts. The member may either
pay the fine in cash or consent to voluntary collection
from current pay. When the member does not pay the
fine in cash and does not consent to collection from
current pay, the fine is collected from final pay upon
separation or discharge.

Reduction in Grade

Reduction in grade is expressly stated in the
court-martial sentence. A court-martial may sentence an
enlisted member to be reduced to the lowest or any
intermediate paygrade effective on the date of approval
by the convening authority.

A court memorandum is also your authority to enter
appropriate deductions and to adjust forecasts of pay on
the current LES of enlisted members. If a copy of a letter
is received reporting an officer’s court-martial, forward
the letter to DFAS - Cleveland Center.

EXCESS LEAVE

When a member has taken more than earned leave
plus leave that would normally be earned during the
remaining period of active obligated service, the
member is in an excess leave status. Since DFAS -
Cleveland Center maintains the member’s leave record
as part of the MMPA, it automatically y deducts pay and
allowances for each day of excess leave.

Local computation of excess leave checkage is
required if excess leave is discovered at the time of
separation. Deduct the amount from the final pay if you
can determine it from available records. If the excess
leave involves a period not covered by the LESS in the
member’s PFR, request computation of deduction from
DFAS - Cleveland Center by message or telephone.

BAQ and VHA of an enlisted member in paygrade
E-4 (4 years or less of service) or below with dependents
will continue to be paid for a period not to exceed 2
months. The amount of checkage is based on pay and
allowances actually received by the member during the
period of leave involved.

Members may elect to carryall or part of an advance
leave balance over to a new term of service when
discharged for the purpose of reenlisting within 24 hours
of discharge or extending an enlistment, or accepting an
appointment as a warrant or commissioned officer.
Carryover must not exceed the number of days or
fraction of days the member will earn in the new
enlistment or term of service or 30 days, whichever is
less. Any advance leave in excess of 30 days is
considered excess leave and requires deduction of pay
and applicable allowances.

RECOUPMENT OF BONUSES AND
SPECIAL CONTINUATION PAY

Recoupment of unearned portions of bonuses or
special continuation pay is required when a member
voluntarily y or because of unprofessional conduct and
other reasons specified in the DODPM does not
complete the term of service for which the bonus or
continuation pay was paid. Recoupment is also required
when a member fails to maintain or is not technically
qualified in the skill for which a bonus or continuation
pay was paid.

RECOUPMENT RATE

The recoupment of unearned bonuses and special
continuation pay is normal] y computed on a pro rata
basis. Upon request by the disbursing officer, DFAS -
Cleveland Center furnishes a daily recoupment rate and
tax status of the member at the time the bonus or special
continuation pay was paid. Make requests by message
or DSN.

However, if it is impossible to get a daily
recoupment rate from DFAS - Cleveland Center before
the member’s separation from the naval service, the
admin and disbursing officers examine the member’s
service record and PFR in order to compute an estimated
daily recoupment rate that is used to determine the
amount of recoupment to be deducted from the
member’s separation pay.

The DODPM, part one, and the PAYPERSMAN,
part one, or the SDSPROMAN, volume II, part one,
contain the requirements and procedures concerning
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recoupment of the unearned portions of various special
continuation pay and bonuses.

RECOUPMENT CERTIFICATE

DFAS - Cleveland Center adjusts taxes when the
entitlement installment and recoupment are in the same
calendar year. Issue a recoupment certificate for all other
installments recouped that have been paid in prior years.
Do not adjust FITW.

A sample recoupment certificate is shown in figure
4-13. Advise the member to file, using the certificate,
for a tax refund from the IRS.

INDEBTEDNESS

Occasionally, Navy members become indebted to
the United States for various reasons. Indebtedness
occurs from erroneous payments, loss or damage to
public property or supplies, and through certain
miscellaneous debts arising from recoupment of the
unearned portions of a reenlistment bonus, excess cost
of shipment of household goods (HHG), or cost of
transportation furnished.

GENERAL PROCEDURES

The disbursing officer maintaining the member’s
pay account makes an administrative determination that
a Navy member on active duty is indebted as a result of
overpayment of pay and allowances. He or she also
notifies the member and enters into a written agreement
with the member on active duty for the repayment of a
debt.

Notification

Notify the member of his or her indebtedness as
soon as possible, but in no case later than 3 working days
following receipt of the indebtedness documents. Figure
4-14 shows a sample letter of notification of
indebtedness that you will send to an enlisted member
who is indebted due to MMPA overpayment. The letter
is slightly modified when sent to an officer because he
or she can only request waiver of indebtedness resulting
from erroneous payment of pay and allowances
including excess travel advance that is covered in
chapter 10 of this training manual. Enlisted personnel
have the right to request remission or cancellation of
indebtedness resulting from erroneous payment of pay
and allowances, and any indebtedness to the Navy or

Figure 4-13.–Sample recoupment certificate.
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Figure 4-14.—Sample indebtedness letter, enlisted.
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Marine Corps over which SECNAV has control. Refer
to SECNAVINST 7220.38E for further details.

Send written notification to the member at least 30
days before the date the pay checkage is to occur. Make
an exception to the advance notification rule when
adherence to the rule would jeopardize the
government’s chances of collecting the debt in full
during the member’s period of obligated service. In such
instances, send the written notification as soon as
possible.

Notify members on DDS as soon as you are aware
that a document being entered into the pay system will
create an indebtedness in their pay accounts. Notify
members on DDS orally to the greatest possible extent
to give them a chance to make personal financial plans.

Additional procedural instructions to follow when
the member questions validity of the debt, the member’s
request for records pertaining to the debt, or the debt is
previously paid, are found in the PAYPERSMAN, part
seven, or the SDSPROMAN, volume II, part seven.

Repayment Options

The preferred methods of liquidating debts are by
lump-sum cash remittances and one-time pay
checkages. A one-time checkage is any collection action
that is done within 1 payday. Special pay is authorized
to provide money for this purpose.

Recognizing that lump-sum payments are not
always possible and may cause severe financial
hardship, the disbursing officer is authorized to enter
into an agreement with the member to liquidate the
indebtedness by installment payments. Partial cash
collections with the balance paid by one-time checkage
are also encouraged. Less desirable but permitted are
partial cash collections with the remainder to be paid in
installments and installment liquidation of the entire
amount.

Installment payments are inappropriate if the
indebtedness falls into the following categories:

. The debt is $100 or less, excluding interest.

. The debt represents an unearned travel advance.

l The debt is a result of illegal acts on the part of
the member.

. The member failed to report promptly a change
in status that resulted in a decrease in pay or
allowances.

Collection Procedures

Refer to the DODPM, tables 7-7-1 through 7-7-5,
to determine if the collection of an indebtedness from
current pay is voluntary or involuntary. Collection of
certain types of indebtedness can be made from current
pay only with the member’s consent. If the member has
the right to do so, and does not consent to checkage nom
current pay, deduct the debt from final pay upon
separation.

Give members reasonable opportunity to exercise
their rights listed on the notification letter when they
respond within the time period indicated If the member
fails to respond, attempt to contact him or her by
telephone or personal visit before effecting checkage at
the maximum rates authorized in the DODPM, tables
7-7-1 through 7-7-6.

Effect collection of indebtedness on NAVCOMPT
Forms 2277 and 3060 depending on the repayment
option that the member has elected. The NAVCOMPT
Form 2277, when used as a collection voucher for
indebtedness, is illustrated in chapter 12 of this training
manual. Refer to the PAYPERSMAN, part seven, or the
SDSPROMAN, volume H, part seven, when processing
indebtedness and corresponding collection documents.

REQUEST FOR REMISSION OR WAIVER

SECNAV has the authority to remit or cancel
indebtedness of enlisted naval members or waive the
claim of the government arising from erroneous
payments of pay and allowances paid to, or on behalf of,
members and former members of the naval service.

This authority is delegated to the Chief of Naval
Operations (CNO).

Eligibility

There are two laws that provide relief from
indebtedness to the government when it is considered in
the best interest of the United States.

10 USC 6161 allows for remission or cancellation
of indebtedness of any enlisted member on active duty
including temporary officers holding a permanent
enlisted status. Except for properly executed fines or
forfeitures of pay resulting from courts-martial or COs
NJP, any uncollected portion of indebtedness to the
Navy over which SECNAV has jurisdiction is
considered for remission or cancellation. Remission of
indebtedness is based on such factors as injustice,
hardship, morale, member’s value to the service, and
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whether payment was received in good faith or whether
the member acted in good faith to protect the best
interest of the government.

10 USC 2774 allows waiver of claims arising from
erroneous payments of pay and/or allowances of
officers, enlisted members, and former members of the
Navy and recipients of pay and/or allowances of
members and former members. The overpayment of
travel and transportation allowances made before 29
December 1985 may not be waived. Consideration is
given to the following criteria when determination is
made whether to waive the claim of the government:

Whether the applicant was aware or should have
been aware of the overpayment and any action
taken to corrector prevent the erroneous payment

Whether there is any indication of fault, fraud,
misrepresentation, or lack of good faith on the
part of the applicant

Whether collection is against equity and good
conscience and not in the best interest of the
United States

Unlike remission cases, the financial status of the
member is not considered in making determination on
waiver applications.

For the purposes of definition and application
contained in pertinent regulations and instructions, the
term waiver of indebtedness includes both remission of
indebtedness and waiver of erroneous payments.

Submission of Waivers

Application for waiver under 10 USC 6161 should
be submitted in sufficient time to allow a determination
before the member’s honorable discharge. Application
under 10 USC 2774 must be received by DFAS -
Cleveland Center within 3 years following the date of
discovery of the erroneous payment.

Waiver applications are submitted to DFAS -
Cleveland Center via the member’s CO and the
member’s current disbursing officer. The
Waiver/Remission Application, NAVPERS 7220/7,
shown in figures 4-15 through 4-18, is the form
prescribed for active duty members when applying for
waiver of indebtedness. Applicants furnish information
required by the form. Encourage them to provide as
much related information as possible and to provide all
available documentation to support their application.
Applicants also complete the Financial Statement -
Remission of Indebtedness, NAVPERS 7220/8, shown

in figures 4-19 and 4-20, if they request consideration
based on financial hardship.

Use message requests for early outs, immediate
discharges, and when separation will take place within
90 days. Message requests should contain all facts
required for a regular letter request. DFAS - Cleveland
Center will apply the criteria of the law most beneficial
to the applicant.

The member’s CO furnishes the information
required by the first endorsement shown in figure 4-16.
He or she is responsible for the completeness of the
application, the review and certification of the financial
statement shown in figure 4-20, and the
recommendation as to the suspension or continuance of
collection.

Disbursing Procedures

Make sure the indebtedness with a corresponding
installment liquidation schedule is established in the
member’s MMPA. If the applicant is an enlisted
member, including a temporary officer with permanent
enlisted status on active duty, suspend collection of the
indebtedness as of the day before the date of the CO’s
endorsement unless the CO specifically states collection
must continue. If the applicant is an active duty officer,
the CO must approve or disapprove suspension of
collection.

To suspend collection, prepare a NAVCOMPT
Form 3060 input to DFAS - Cleveland Center. Do not
submit an input if the debt is fully collected because
there is no longer an installment liquidation to suspend.

The disbursing officer will complete the Disbursing
Officer’s Endorsement section shown in figures 4-17
and 4-18. Include any other facts concerning the waiver
in the endorsement.

Forward the original and one copy of the member’s
waiver application and enclosures to DFAS - Cleveland
Center as a Group IV document. In the blank area above
the officer’s Signature section of the Transmittal Letter,
NAVCOMPT Form 3051, type waiver: and underline in
red. File a copy of the waiver request with all enclosures
on the left side of the PFR. Make required amotations
on the LES.

Approval/Disapproval of Waiver Request

DFAS - Cleveland Center exercises the authority of
SECNAV to waive indebtedness except for waiver
applications under 10 USC 2774 involving debts of over
$500 that are forwarded to the Comptroller General of
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Figure 4-15.—Waiver/Remission Application, NAVPERS 7220/7, page 1.

the United States (COMPGEN) with an appropriate checkage for the full amount and enters a credit in the
recommendation. member’s pay account for the amount waived.

The COMPGEN or DFAS - Cleveland Center If partially approved DFAS - Cleveland Center
notifies all concerned in writing as to the final action extends the full amount of the checkage and enters a
taken on the application for waiver. If approved, DFAS- credit for the amount waived. This results in an amount
Cleveland Center is notified to extend liquidation remaining to be collected The local disbursing officer
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Figure 4-16.—Waiver/Remission Application, NAVPERS 7220/7, page 2.

processes either a cash deposit or a request that the discontinued, DFAS - Cleveland Center resumes

remaining portion of the indebtedness be repaid by checkage in the month following denial. Checkage

installment deductions. occurs in that month on the date following the

If disapprove the member is notified by letter via
corresponding date of the month that checkage was
suspended; for example, checkage suspended 15

the CO. A copy of the letter is forwarded to the January, waiver disapproved 10 March, checkage
disbursing officer. If the checkage was previously resumes 16 April.
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Figure 4-17.—Waiver/Remission Application, NAVPERS 7220/7, page 3.

If the member is separated before a final refund was not included with the waiver application, the
determination is received, collect as much as possible

. .
notification letter of approval must include advice to the

from final pay. member of his or her right to apply within 2 years
following the date of waiver action. The member

Refunds prepares, signs, and mails the application for refund, as
prescribed in SECNAVINST 7220.38E, to DFAS -

When a waiver has been granted under 10 USC Cleveland Center, which will refund any amount waived
2774 (waiver of erroneous payment) and the request for that was previously collected from the member. Field
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Figure 4-18.—Waiver/Remission Application, NAVPERS 7220/7, Page 4.

disbursing officers are not authorized to make refunds PAY ADJUSTMENT AUTHORIZATION
of amounts previously collected.

The Pay Adjustment Authorization (PAA), DD

Form 139, shown in figure 4-21, is used to adjust

MISCELLANEOUS DEDUCTIONS
(checkage and credit) a member’s pay for items such as

the following:

In addition to what was already covered, there are
other deductions made from military pay. These are

. Supplies issued or furnished

discussed as follows. . Excess shipments of HHG and personal effects

4-31



Figure 4-19.—Financial Statement-Remission of Indebtedness, NAVPERS 7220/8 page L.

l Transportation furnished member’s PFR. File a copy in the tickler file Initiate

follow-up action if an endorsed copy is not returned
. Meal tickets furnished

from the disbursing officer within 60 days.
. Adjustments to public voucher The majority of PAAs received are checkage of pay
Prepare PAAs in an original and three copies. Enter due to excess shipments of HHG from the Navy Material

only one member on each PAA. Forward the original Transportation Office, loss and damage of government

and two copies to the disbursing officer maintaining the properties, voucher adjustments from the fleet and
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Figure 4-20.—Financisd Statement-Remission of Indebtedness, NAVPERS 7220/8 page 2.

accounting disbursing centers, and collection of Supporting documents to effect the collection are

subsistence furnished to hospitalized members. discussed in chapter 12 of this training manual.

Upon receipt of a PAA to check a member’s pay, The disbursing officer pays the member applicable

enter the memorandum adjustments on the member’s credit adjustments prescribed in the PAYPERSMAN,

LES. Endorse the Certificate section and return a copy part nine, or the SDSPROMAN, volume II, part four. If

signed by the disbursing officer to the originator. the member is transferred, forward the PAA to the new

Indebtedness repayment options discussed earlier apply. duty station. If the member is separated, forward the
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Figure 4-21.—Pay Adjustment Authorization, DD Form 139.

PAA to DFAS - Cleveland Center and advise the by a state or federal court of competent jurisdiction to
originator. enforce a legal obligation to pay child support or

alimony. The document that authorizes attachment of a

GARNISHMENT member’s wages for child support or alimony is the writ

of garnishment, an order assigning wages, or a similar

Moneys due from or payable to the United States to document issued by a court and determined valid by

active duty members are subject to legal process issued DFAS - Cleveland Center.
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Upon receipt of the garnishment from DFAS -
Cleveland Center, compute the member’s disposable
earnings as prescribed in the DODPM, paragraph
60804; suspend pay actions as directed by DFAS-
Cleveland Center, and file a copy of the message and
any other pertinent information in the member’s PFR.
DFAS - Cleveland Center starts, stops, and changes the
R allotment for child and spousal support.

DEPENDENT DENTAL PLAN

The dependent dental plan (DDP) is a voluntary
dental insurance program for spouses and children of
active duty members established on 1 August 1987.
Enrollment eligibility requirements are contained in the
DODPM, part seven, chapter 11. Enrollment procedures
are contained in the PAYPERSMAN, part seven, or the
SDSPROMAN, volume H, part seven.

Upon receipt of the NAVCOMPT Form 3060 to
start, stop, or change DDP coverage, make appropriate
entries on the LES. DFAS - Cleveland Center deducts
the premium based on the dependent’s enrollment
status.

MONTGOMERY GI BILL

All nonprior service enlisted members and
commissioned officers gained on active duty on or after
1 January 1988 who meet eligibility criteria described
in OPNAVINST 1780.3 are automatically enrolled in
the MGIB, unless DFAS - Cleveland Center receives a
declination indicator from BUPERS. Failure to
complete the required DD Form 2366 within 2 weeks of
active duty constitutes enrollment.

DFAS - Cleveland Center posts the $100 monthly
reduction to the member’s MMPA and automatically
stops deduction when the member has contributed the
full $1,200 legal contribution or when the member is
being separated on active duty. When computing pay for
a member who is enrolled in MGIB, exclude the $100
monthly deduction from basic pay for tax and FICA
purposes.

NAVAL RETIREMENT HOME

DFAS - Cleveland Center will deduct $.50 per
month for the Naval Home from all Navy enlisted
members and warrant officers who are on active duty
for more than 30 days. The monthly deduction begins
from the first day to the last day of active duty and is not
prorated.

SUMMARY

It is a part of your job to process allotment requests
because Navy disbursing officers provide this service to
you and your shipmates. Therefore, you need this
expertise to make sure allotment regulations are
complied with and to provide your shipmates with
needed information about the allotment system.

Always notify members of any overpayment or
indebtedness before effecting checkage from their pay.
There is nothing more frustrating to a member who is
expecting a full paycheck only to find out on payday that
the DK made a sizeable deduction from it without even
attempting to notify him or her. How would you feel if
this happened to you?

Other than allotments and recoupments, almost all
the pay deduction and collection procedures are covered
in the PAYPERSMAN, part seven, or the
SDSPROMAN, volume II, part seven. Authority for
collections and the maximum amount allowable bylaw
that you can deduct from a member’s pay are covered
in the DODPM, part seven. When in doubt, refer to these
manuals or seek the expertise of the senior DKs in your
office.
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